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In an exclusive interview with daily newspaper Folha de Sao Paulo (10/09/90), Central Bank
president Ibrahim Eris said that the current period of sacrifice will continue longer than originally
projected because of "(de facto) indexation and the oil crisis." He added, "We had very bad luck,
because at a crucial moment, when we established conditions for declining inflation," Iraq invaded
Kuwait, and oil prices soared. According to Eris, the government's stabilization program launched
in March was initially successful, since it reduced inflation from 80% to 10% per month, with only
a "mild recession." As a result of higher oil import prices, the government was obligated to raise
fuel prices by 30% in August, and another major hike is in the works. Eris said that if oil prices are
closer to $30 than to $40 per barrel, and if other nations' economies avoid severe recession, "we
will probably be able to establish once again by year-end a strong downward tendency in inflation,
without a substantial increase in recession." Next, Eris said the de facto indexation was the result of
business owners attempting to maintain and increase profit levels. According to the official, "The
Brazilian economy is operating today with profit margins never before seen in the history of Brazil
and of the world." Consequently, said Eris, "opening up the economy to imports is the best income
distribution measure that one can adopt in a country like Brazil." Eris asserted that the current
austerity program is exacting the largest proportional sacrifice from the financial system, not wage
earners.
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